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The role of the banking system in the development
of private investment

An applied study on the Egyptian economy during
the period from 2002 to 2016

Khaled Abdel Maged Mohammed Tealeb
Lecturer of Economics at the Higher Institute of Computer and Information

Systems, Abu-Kir, Alexandri

Abstract

The banking system is the main engine of the investment movement due to
its high ability to mobilize financial resources and allocatingthem , accuracy
of transactions and the integration of experience thus, it can attract the
holders of wealth and work and administrative skills. Thestudy sought to
determine the role of banks some summarized by mistake in banking finance
in the investment system in Egypt during the period 2002-2016 the study. The
methodology used was depredation measuring changes in both real
investment and capital formation as a result of changes in the size of bank
credit interest rate and foreign exchange rule as explanatory variables . the
study set a hypothesis which is “there is a significant relationship between
banking finance and private investments”the study proved the validity of the
hypothesis under consideration .Using an econometric model showing the
validity of the study, 90.3% and 91.6% of the changes in the two variable
respectively are expected to change the explanatory variables at a significant
level of 1% the banks mainly finance the capital formation sector

Key words: capitalization. Bank credit, private investment
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Coefficients®

Standardized
Unstandardized Coefficients  Coefficients Co
Model B Std. Error Beta t Sig. Zero-order
1 (Constant) 542.098 217.738 2.490 .030
private credit (Billion EGP) .638 244 .819 2.617 .024 912
interest rate (%) -48.409 17.058 -.272 -2.838 .016 -237
Exchange rate (EGP 8.437 24.933 .106 .338 NLY .863

a. Dependent Variable: investment expenditure (billion EGP)
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Coefficients®

Standardized
Unstandardized Coefficients  Coefficients Co
Model B Std. Error Beta T Sig. Zero-order
1 (Constant) 436.418 157.644 2.768 .018
private credit (Billion EGP) .533 A77 877 3.020 .012 923
interest rate (%) -35.373 12.350 -.255 -2.864 .015 -.222
Exchange rate (EGP 3.527 18.052 .057 195 .849 .870

a. Dependent Variable: capital formation (billion EGP)
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REGRESSION
/MISSING LISTWISE
/STATISTICS COEFF OUTS R ANOVA ZPP
/CRITERIA=PIN(.05) POUT(.10)
/NOORIGIN
/DEPENDENT inveex
/METHOD=ENTER privcrediinrateexcrate
/SCATTERPLOT= (*ZPRED , *ZRESID)
/RESIDUALS HISTOGRAM (ZRESID) NORMPROB (ZRESID) .

Variables Entered/Removed”

Variables Variables
Model Entered Removed Method
1 Exchange rate . Enter

(EGP, interest
rate (%), private
credit (Billion
EGP)

a. All requested variables entered.

b. Dependent Variable: investment expenditure (billion

EGP)
Model Summaryb
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .950% .903 .876 32.80649

a. Predictors: (Constant), Exchange rate (EGP, interest rate (%),
private credit (Billion EGP)

b. Dependent Variable: investment expenditure (billion EGP)
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ANOVA"

Model Sum of Squares df Mean Square F Sig.

1 Regression 109638.809 3 36546.270 33.957 .000%
Residual 11838.924 11 1076.266
Total 121477.733 14

a. Predictors: (Constant), Exchange rate (EGP, interest rate (%), private credit (Billion EGP)

b. Dependent Variable: investment expenditure (billion EGP)

Coefficients?

Standardized
Unstandardized Coefficients Coefficients C

Model B Std. Error Beta T Sig. Zero-order
1 (Constant) 542.098 217.738 2.490 .030

private credit (Billion EGP) .638 .244 .819 2.617 .024 .912

interest rate (%) -48.409 17.058 -.272 -2.838 .016 -.237

Exchange rate (EGP 8.437 24.933 .106 .338 741 .863
a. Dependent Variable: investment expenditure (billion EGP)

Residuals Statistics®
Minimum Maximum Mean Std. Deviation N

Predicted Value 35.9324 348.8660 178.5333 88.49488 15
Residual -47.99988  40.15903 .00000 29.07985 15
Std. Predicted Value -1.611 1.925 .000 1.000 15
Std. Residual -1.463 1.224 .000 .886 15

a. Dependent Variable: investment expenditure (billion EGP)
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Regression Standardized Predicted Value

Scatterplot

Dependent Variable: investment expenditure (billion EGP)
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REGRESSION
/MISSING LISTWISE
/STATISTICS COEFF OUTS R ANOVA ZPP
/CRITERIA=PIN(.05) POUT(.10)
/NOORIGIN
/DEPENDENT capfor
/METHOD=ENTER privcrediinrateexcrate
/SCATTERPLOT= (*ZPRED , *ZRESID)
/RESIDUALS HISTOGRAM (ZRESID) NORMPROB (ZRESID) .

Variables Entered/Removed”

Variables Variables
Model Entered Removed Method
1 Exchange rate . Enter

(EGP, interest
rate (%), private
credit (Billion
EGP)

a. All requested variables entered.

b. Dependent Variable: capital formation (billion EGP)

Model Summary”

Adjusted R Std. Error of the
Model R R Square Square Estimate

1 .9572 916 .893 23.75217

a. Predictors: (Constant), Exchange rate (EGP, interest rate (%),
private credit (Billion EGP)
b. Dependent Variable: capital formation (billion EGP)
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ANOVAP

Model Sum of Squares df Mean Square F Sig.

1 Regression 67691.513 3 22563.838 39.995 .000?
Residual 6205.820 11 564.165
Total 73897.333 14

a. Predictors: (Constant), Exchange rate (EGP, interest rate (%), private credit (Billion EGP)
b. Dependent Variable: capital formation (billion EGP)

Coefficients?®

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig. Zero-order
1 (Constant) 436.418 157.644 2.768 .018
private credit (Billion EGP) .533 177 .877 3.020 .012 .923
interest rate (%) -35.373 12.350 -.255 -2.864 .015 -.222
Exchange rate (EGP 3.527 18.052 .057 .195 .849 .870
a. Dependent Variable: capital formation (billion EGP)
Residuals Statistics®
Minimum Maximum Mean Std. Deviation N
Predicted Value 65.7729  309.5166 174.3333 69.53494 15
Residual -37.51662 47.10955 .00000 21.05405 15
Std. Predicted Value -1.561 1.944 .000 1.000 15
Std. Residual -1.580 1.983 .000 .886 15

a. Dependent Variable: capital formation (billion EGP)
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Frequency

Histogram

Dependent Variable: capital formation (billion EGP)
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Expected Cum Prob

Mormal P-P Plot of Regression Standardized Residual

Dependent Variable: capital formation (billion EGP)
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Regression Standardized Predicted Value

Scatterplot
Dependent Variable: capital formation (billion EGP)
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